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Lugar Calls for a National Sales Tax 
To Replace federal Levy on Income 

Senator Sags Issue Will Be Central to His Presidential Campaign 


By Dan Balz 

Washington Post Staff Writer 

Sen. Richard G. Lugar (R-Ind.) 
yesterday called for abolition of fed- 
eral income taxes and enactment of 
a national sales tax that he said 
would promote savings, investment 
,and economic growth. 

Lugar, who plans to seek the 
presidency in 1996, urged elimina- 
tion of the capital gains tax as well as 
inheritance and gift taxes. He said 
he would make the tax issue a cen- 
tral part of his presidential cam- 
paign. 

Under the proposal, Lugar said he 
would abolish the Internal Revenue 
Service and ask states to collect the 
sales tax. He said the radical change 
would give citizens greater control 
over their earnings and greater pri- 
vacy. 

“This means for every American 
that the money you earn is yours,” 
Lugar told an audience at the Cato 
Institute here. “You may save it or 
you may spend it, but the paycheck 
is bigger without the automatic in- 
come-withholding deduction. You 
need not account for it, report it or 
hide it. If you spend it, you will pay a 
national retail sales tax.” Lugar 
leaped into what has become a grow- 
ing debate, particularly in GOP cir- 
cles about fundamental changes in 
the federal tax system. A number of 
Republicans, led by House Majority 
Leader Richard K. Armey (Tex.) and 


including presidential candidate Sen. 
Arlen Specter (Pa.), have proposed 
replacing the income tax with a flat 
tax. 

On Monday, House Speaker Newt 
Gingrich (R-Ga.) and Senate Majori- 
ty Leader Robert J. Dole (R-Kan.) 
named former housing secretary 
Jack Kemp to head a commission to 
study changes in the system, with 
the goal of creating a system with 
flat rates and more simplicity. 

Lugar said a national sales tax of 
about 17 percent would be enough 
to replace the revenue lost by abol- 
ishing income and other taxes. He 
conceded many of the details of his 
plan will have to be worked out, but 
said he hoped to stimulate debate 
during the presidential campaign and 
develop a mandate for a dramatic re- 
structuring. 

He said he opposed the idea of a 
Value Added Tax (VAT), which is a 
kind of national sales tax. The VAT 
might be more efficient, he said, but 
the national, retail sales tax has the 
virtue of being “apparent visi- 

ble.” 

The principal difference between 
the VAT and a retail sales tax is 
that, under the VAT, goods are 
taxed at all levels of production, 
based on the added value. Lugar’s 
tax would be paid by consumers. 

The Indiana senator, who formally 
will launch his presidential campaign 
later this month, said purchases of 
homes would not be covered under 


the new tax. He also said Congress 
should consider ways to exempt 
some other purchaser from the 1 tax, 
although in general he Savored as 
few exemptions as possible/ 

The proposal for a national,! sales, 
tax is an issue that has split conser- 
vative Republicans. | : 

Grover Norquist, president of 
Americans for Tax Reform, issued a 
quick denunciation of Lftgar’s pro- 
posal, saying it is a “profound strate- 
gic error that would destroy die Re- 
publican majority coalition of 1994 
and reduce the party to permanent 
minority status ” Norquist spid un- 
less Congress repeals tbfs 16th 
Amendment authorizing the. income 
tax, the likelihood is that the country 
would end up with both a national 
sales tax and income taxes. ■ 

“This is promoted as, ‘Weill trade 
this for the income tax or the corpo- 
rate tax/ but in the history of the 
world, it never ends up that way,” he 
said. "It’s always an add-on, which 
makes it a dangerous process,” 

But Stephen Moore, director of 
fiscal policy studies at the Cato Insti- 
tute, wrote in a recent issue of Na- 
tional Review that abolition, of the in- 
come tax has the potential for 
massive grass-roots appeal! the pro- 
posed flat tax, he said, "amounts to 
chiseling out several bricks from 
America’s Berlin Wall at a time 
when the public is becoming eager 
to tear it down completely” by elimi- 
nating the IRS and the income tax. 


